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SUBJECT: US- PRC CLAIMS NEGOTIATIONS 
REF: PEKING 0200 

1 . LAST EXCHANGE RE PRIVATE CLAIMS AND FROZEN ASSETS TOOK 
PLACE MARCH 21 IN PARIS. IN THAT MEETING THE US PROPOSED 
CERTAIN MINOR CHANGES OF WORDING IN THE CHINESE REDRAFT 
OF THE DRAFT EXCHANGE OF LETTERS BETWEEN THE PRESIDENT 
AND PREMIER CHOU SETTLING THE CLAIMS PROBLEM ON THE BASIS 
OF A MUTUAL ASSIGNMENT OF CLAIMS. WE ALSO STATED " WE 
TRUST THE PRC UNDERSTANDS THAT THE DRAFT EXCHANGE OF 
LETTERS SETTLING US- PRC CLAIMS DOES NOT INCLUDE CLAIMS 
AGAINST THE PRC BASED UPON DEFAULTED CHINESE GOVERNMENT 
TREASURY NOTES, RAILWAY LOANS, PACIFIC DEVELOPMENT BONDS, 
AND OTHER BONDED INDEBTEDNESS ISSUED BY PREDECESSOR 
CHINESE GOVERNMENTS PRIOR TO OCTOBER 1, 1949... WHILE IT IS 
WELL SETTLED UNDER INTERNATIONAL LAW THAT SUCCESSOR 
GOVERNMENTS ARE HELD RESPONSIBLE FOR THE OBLIGATIONS 
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CONTRACTED BY THEIR PREDECESSORS, WE DO NOT WISH AT 
PRESENT TO ADDRESS THIS POINT. THE USG WILL FOLLOW ITS 
TRADITIONAL POLICY AND PRACTICE AND NOT ESPOUSE CLAIMS 
OF ITS NATIONALS AGAINST THE PRC FOR DEFAULTED BONDS AND 
WILL CONSIDER THE MATTER ONE FOR DIRECT NEGOTIATION AND 
SETTLEMENT BETWEEN THE AMERICAN BONDHOLDERS OR THEIR 
REPRESENTATIVES AND THE FOREIGN GOVERNMENTS CONCERNED." 



2. FYI DEPARTMENT NOW MAKING ARRANGEMENTS TO POUCH TO 
USLO COPIES OF TELEGRAPHIC EXCHANGES THROUGH THE PARIS 
CHANNEL, INCLUDING THE DRAFT SETTLEMENT OF PRIVATE 
CLAIMS AND FROZEN ASSETS. END FYI. 

3. IN INFORMAL CONVERSATION BETWEEN PRC MFA US AFFAIRS 
FUNCTIONARY NI YAO- LI AND USLO ADVANCE OFFICER FREEMAN 
IN TIENTSIN, MAY 4, QUESTION OF CLAIMS CAME UP. NITOLD 
FREEMAN THAT INASMUCH AS US SIDE HAD RAISED NEW SUBJECT 
NOT COVERED IN EARLIER DISCUSSION OF CLAIMS, I. E„ BOND- 
HOLDERS CLAIMS, PRC NOW ENGAGED IN STUDY OF THIS MATTER. 
FREEMAN EMPHASIZED OUR WILLINGNESS TO PROVIDE FURTHER 
INFORMATION IF REQUESTED TO DO SO BY CHINESE AND STATED 
OPINION THAT BONDHOLDERS ISSUE SHOULD NOT BE IMPEDIMENT 
TO CLAIMS SETTLEMENT. NI AGREED THAT IT WAS IN INTEREST 
OF BOTH SIDES TO RESOLVE THE CLAIMS PROBLEM QUICKLY 

SO THAT WE MIGHT MOVE ON TO DISCUSSION OF REMOVING OTHER 
IMPEDIMENTS TO BILATERAL TRADE AND SAID THAT HE EXPECTED 
THE CHINESE WOULD BE BACK IN TOUCH WITH US ON CLAIMS 
WITHIN " A MATTER OF WEEKS RATHER THAN MONTHS". 

4. BALL IS NOW IN CHINESE COURT. RECOMMEND YOU NOT SEEK 
SPECIAL MEETING TO DISCUSS CLAIMS ISSUE WITH THE CHINESE 
BUT IF OPPORTUNITY PRESENTS ITSELF IN DISCUSSION OF OTHER 
MATTERS WITH HIGH- RANKING CHINESE OFFICIALS WOULD BE 
APPROPRIATE TO INQUIRE IN LOW- KEY WHAT THE CURRENYT STATUS 
OF CLAIMS ISSUE IS AND WHEN THE CHINESE ANTICIPATE 
RESPONDING TO THE US PROPOSALS OF MARCH 2 1 . RUSH 
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